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Abstract
Cloud computing has changed the way IT companies develop their software and offer it to their customers. The business model 
has made this type of service widely available and inexpensive. Nowadays not only large corporations, but also small and 
medium-sized enterprises are able to afford BI first-rate software.  Meanwhile the American and the European small and 
medium-sized enterprises have already realized the benefits of cloud computing, the local companies are still lagging behind.
The purpose of the article presented is to identify the factors that influence entrepreneurs in decision making for applying cloud 
computing service. In order to achieve this purpose, several tasks have been set:
• to analyse generally available statistics on IT application in companies;
• to conduct a survey among the Latvian SME managers.
According to the results achieved within the process of writing the article, the Latvian entrepreneurs have highly appreciated 
application of IT in the process of managing companies’ activities, however, there is still a rather low knowledge of the options 
provided by cloud computing.  On the basis of the previous works and the scientific literature at their disposal, in Discussion part 
the authors suggest their own solution for the issue regarded.
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1. Introduction
Cloud computing as a slogan has lately become utterly popular (Marston, et al, 2011). The term implies a wide 
range of IT solutions provided by means of the Internet. For small and medium-sized enterprises cloud computing 
application might also imply reducing expenses on IT solutions. Nevertheless, despite the obvious benefits, 
enterprises often face difficulties when adapting application of cloud computing technology (Aceto et al., 2013; 
Marston et al., 2011; Ratten, 2012).
Cloud computing as a service is divided into three parts: IaaS (Infrastructure as a Service) , PaaS (Platform as a 
Service) and SaaS (Software as a Service) (Sultan, 2011; Marston et al., 2011). Within the framework of the article, 
in particular, the specific points of SaaS service are regarded. The authors explain this choice with the scale of its 
potential market. SaaS is relatively simple to develop and implement, simultaneously, it might be offered to 
numerous customers. 
The main disadvantage or cause for apprehension is a problem of data security (Aceto at al., 2013; Sultan, 2011). 
However, this hypothesis has been disproved within the latest research (Gupta, Seetharaman, & Raj, 2013). It is also 
important to note that the evidence found might be referred only to small and medium-sized enterprises. According 
to the authors, the problem of data security is connected not only with the specifics of a company’s activity, but also 
with a chief’s or manager’s education. Only this subjective factor can help explain distinct rates of cloud computing 
application adaptation in Latvia. 
The purpose of the article presented is to identify the motives and hindrances which the Latvian entrepreneurs 
face when deciding whether to apply cloud computing service in their routine activity or not. In order to achieve this 
purpose, several tasks have been set:
• to review the scientific literature related to the general adaptation of information technology and cloud 
computing application among SMEs;
• to analyse generally available statistics on IT application in companies;
• to conduct a survey among the Latvian SME managers.
2. Method
In order to achieve the purpose of the article, a questionnaire has been developed and distributed among the 
employees of 150 enterprises, which hold a position of at least middle ranking manager. These employees were 
chosen for the inquiry due to the fact that lower ranking managers do not have to understand profoundly the idea of 
a programme or software applied, meanwhile being confined to the strict knowledge of their duties. (Aceto, et al, 
2013). The questionnaire is divided into three parts:
Part 1 contains questions related to the gender of a respondent, his/her age, education, current position and level 
of the Internet technology application.
Part 2 contains questions related to the particular activity of an enterprise and its frame of reference – field, 
number of employees, duration period, management structure complexity.
Part 3 provides an opportunity to evaluate statements related to computer clouding. The purpose of this part is to 
determine the attitude towards the data security, the Internet provider quality and the current range of cloud
computing service. In this sector semantic scales and Likert scale, allowing to describe subjective evaluations, have 
been used.
In order to substantiate the questionnaire with statistical figures, the available information on IT application in 
business activities has been analyzed. The sources for this information included the data of Latvian Statistics 
Management and Eurostat. The results of the analysis conducted have helped shaping the business environment 
which the Latvian enterprises work in.
3. Results
At the moment statistical data only for 2011 has been generalized, meanwhile provisional results on several 
figures might be found for 2012 as well. According to the authors, the available statistical figures are sufficient in 
order to shape the IT environment of the Latvian enterprises.
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Euromonitor generalized statistics concerning the use of computers and the Internet in Latvia show that the 
Latvian companies are very active in using computers and the Internet, however, an increase in the use of the 
Internet within the management of business activity had been noticed only in recent years. (Eurostat, Information 
society statistics 2014) 
The companies’ internal information share is described in Fig.1. It shows that during the period of 5 years the 
Latvian enterprises have realized the importance of internal IS for their business activity.
Figure 1.  Enterprises sharing electronically information on sales or on purchases with the software used for any internal function (Eurostat, 2014)
The rate of growth has amounted to 10.22 per cent per annum. Such a great level of companies’ concern about the 
automation of their internal processes and optimization of the information flows by means of internal IS might be 
explained by the increase in the number of IT companies within the time period under consideration. According to 
the analysis conducted, IT industry has been developing rather actively. The rate of creation of new companies 
(15.55 per cent in 2011) is higher than the growth of number of commercial societies in Latvia (10.79 per cent in 
2011) (CSB, 2014).
The survey data was analysed through SPSS with a three-way ANOVA and two mediating variables to test the 
hypothesis predicted through the literature review. ANOVA was used as it can analyse several independent 
variables, which enables more data sensitivity analysis (Keppel, 1991).
The survey results indicate that services provided by cloud computing are used by corporate employees for their 
private purposes however most of the employees are not familiar with the term of cloud computing. Cloud 
computing and SaaS in particular are used only by a small fraction of the surveyed companies. Authors explain such 
results with a low level of knowledge and high barriers to new technology adaptation. As was discussed earlier, 
micro and small businesses are skeptical about the new technology.
Generally, SaaS services are used by the logistics sector because there is a large number of internet websites that 
offer the ability to combine supply routes to optimize transport costs. The remaining companies use local IS based 
on company's servers. The most commonly used IS are Microsoft products such as Dynamic or even its older 
version - Navision. The authors' previous studies have shown that in some business areas it is more efficient for 
firms to develop their own IS products instead of using third part application. These sectors are related to e-business 
- e-shopping, group buying sites etc.
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4. Conclusions
IT market analysis has proved that the Latvian companies have rapidly developed their computer skills over the 
past five years and continue to use opportunities provided by IT very actively. Rather interesting results provides 
Figure 1, which proves that the Latvian enterprises do optimize the internal information flows relatively more 
frequently than the European countries in average. On the other hand, according to the data on the use of CRM 
system, enterprises still have not completely changed their vision of this problem, meanwhile in Europe application 
of CRM systems has achieved a very high level. 
Market supply comprises micro-enterprises and small IT enterprises dealing with software application 
development, implementation and maintenance. According to the analysis conducted, their number is constantly 
increasing, which means that the sector is favorable for setting up new enterprises, since it does not require large 
investments.
The results of the data obtained from the questionnaire compared with those of the authors' previous works show 
that there is a positive trend in the development of cloud computing services both on the part of service provider (the 
Latvian cloud computing market analysis also shows that there are some IaaS and PaaS service providers who have 
invested sufficient financial resources for Server Farm construction, social network creation and specialist training, 
these are:  Lattelecom, DEAC, HostNet and others). These companies consider that their potential customers of both 
IaaS and PaaS services might be the Baltic region companies and cloud computing service customers.
The results obtained within the process of writing the article can be used for further research in the field of 
technology adaptation in Latvia and the Baltic States. The authors recommend to take into account the results of the 
research in the process of creating a business dealing with cloud computing service.
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